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SERERA

DMMERCE COMMISSION

LEASE AGREEMENT S
THIS LEASE AGREEMENT, made as of this 6th. day of ... March .. ............ , 1979,
between the BRAE CORPORATION, a California corporation, Three Embarcadero Center, San Fran-

cisco, California 94111 (“BRAE ), as Lessor ‘and Moscow, .Camden and San Augustme
Rallroad ............ ,a .. Texas '/ corporation, C.a.r.nd.en . Texas 75934.... ... ..

(“Lessce™), as Lessee.

1. Scope of Agreement

A. BRAE agrees to lease to Lessee, and Lessec agrees to lease from BRAE, freight cars as set
forth in any lease schedules executed by the parties concurrently herewith or hereafter and made
a part of this Agreement. The word “Schedule” as used hercin includes the Schedule or Schedules
executed herewith and any additional Schedules and amendments thereto, each of which when signed
by both parties shall be a part of this Agreement. The scheduled items of equipment are hereinafter
called collectively the “Cars.”

B. It is the intent of the parties to this Agreement that BRAE shall at all times be and remain
the lessor of the Cars. Lessee agrees that it will at no time take any action or file any document
which is inconsistent with the foregoing intent and that it will take such action and execute such
documents as may be necessary to accomplish this intent.

2. Term '~

A. This Agreement shall remain in full force until it shall have been terminated as to all of
the Cars as provided herein, The lease pursuant to this Agreement with respect to each Car shall
commence when such Car has been delivered, as provided in Scction 3A hereof, and shall continue
until fifteen (15) years (the ‘initial lease term”) have expired from the actual date of delivery,

as provided in Section 3A hereof, for the last of the Cars described on the Schedule on which such

Car is described.

B. If this Agreement has not been earlier terminated and 1o default has occurred and is con-

‘tinuing, it shall automatxcal]y be extended for not more than five consccutive periods of twelve

months each (the “extended lease term”) with respect to all of the Cars described on each Schedule,
provided, however, that BRAE gr Lessee may terminate this Agrecment as to all, but not fewer than
all, of the Cars on any Schedulgaby written notice delivered to the other not less than twelve months
prior to the end of the initial leasé\erm or any extended lease term. : )

3 Supply Provisions

A. BRAE will mspect each of the Cars tendered by the manufacturer for delivery to Lessee.
Prior to .such inspection, however, Lessee shall confirm in writing to BRAE that the sample Car
which will be made availablc for Lessee’s inspection prior to the commencement of deliveries con-
forms to the specifications of the equipment agreed to by Lessee, Upon such approval by Lessee and
BRAE's determination that the Car conforms to the specifications ordered by BRAE and to all
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applicable governmental regulatory “specifications, and this Agreement has not been terminated,
BRAE will accept delivery thereof at the manufacturer’s facility and shall notify Lessee in writing
of such acceptance. Each of the Cars shall be deemed delivered to Lessee upon acceptance by
BRAE. The Cars shall be moved to Lessec’s railroad line at no cost to Lessee as soon after acceptance
of delivery by BRAE as is consistent with mutual convenience and economy. Due to the nature of
railroad operations in the United States, BRAE can neither control nor determine when the Cars
leased hereunder will actually be available to Lessee for its use on its railroad tracks. Notwithstand-
ing that Lessee may not have immediate physical possession of a Car, the lease hereunder with
respect thereto shall commence upon acceptance by BRAE from the manufacturer, Lessec 'lgrees to pay
" to BRAE the rent for such Car set forth in this Agreement. To move the Cars to Lessecs railroad
line and insure optimal use of the Cars after the first loading of freight for each Car on the rail-
road line of Lessee (the “initial loading”), BRAE agrees to assist Lessee in monitoring Car movements
and, when decmed necessary by Lessee and BRAE, to issue movement orders with respect to such
Cars to other railroad lines in accordance with ICC and AAR interchange agreements and rules.

B. Lessee agrees that so long as it shall have on lease any Cars, it shall not lease freight cars

from any other party until it shall have received all of the Cars on the Schedule or Schedules.

* Lessee shall give preference to BRAE and shall load the Cars leased from BRAE prior to loading

substantially similar freight cars leased from other parties or purchased by Lessee subsequent to

the date of this Agreement or interchanged with railroads; provided, however, that this shall in no

event prevent or prohibit Lessee from fulfilling its obligations to provide transportatlon 'md facilities
upon reasonable request therefor to shippers on its r.ulruad tracks. ;

C. Additional Cars may be leased from BRAE by Lessee only upon the mutual égfeement of

the parties hereto. Upon such agreement, such additional Cars shall be identified in Schedules
. to this Agreement and shall benefit from and be subject to this Agreement upon execution of the
Schedules by BRAE and Lessce. Notwithstanding the cxecution of any Schedules, including Sched-
ules for additional Cars, the delivery of any Car to Lessce shall be subject to manufacturer’s delivery
schedules, the availability of financing on terms satisfactory to BRAE and the mutual acknowledg-
ment of the parties that the addition of such Cars is not likely to reduce Utilization (as defined in
Section 6A hereof) of all Cars on lease to Lessee to less than 87.5 per cent in any calendar quarter.-
I, due to any of the factors listed in the preceding sentence, fewer than all of the Cars listed on a

+ Schedule shall be delivered to Lessee, the initial lease tennAshall terminate fifteen (15) years from

‘the date on which the ﬁnal Car abxbreompstrrooxtooomxafxxx was delivered, as provided in

Sechon SA hereof

4. Baxlro'ul Markings and Record Keeping .

A. BRAE and Lessee agree that on or before delivery of any Cars to Lessee, said Cars will be
lettered with the railroad markings of Lessee and may also be marked with the name and/or
other insignia used by Lessee. BRAE and Lessee further agree that any Car may also be marked
with the name of BRAE and any other information required by an owner or secured party under
a financing agreement entered into by BRAE in conncction with the acquisition of such Car All such
names, insignia and other information shall comply with all applicable regulations.” “:-* """

'B. At 1o cost to Lessee, BRAE shall during the term of this Agreement prepare for Lessee’s
swmture and filing all documents re]atmg to the registration, maintenance and record’ keepmg
funchons involving the Cars. Such documents shall include but are not limited to the following:
(i) appropriate AAR documents including an application for relief from AAR Car Service Rules
1 and 2; (ii) registration in the Official Railway Equipment Register and the Universal Machine

" Language Equipment Register; and (iii) such reports as may be requxred from txme to hme by
“the ICC and/or other regulatory agencies. -
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C. Each Car leased hereunder shall be registered at no cost to Lessee in the Official Railway
Equipment Register and the Universal Machine Language Equipment Register. BRAE shall, on
behalf of Lessee, perform all record keeping functions related to the use of the Cars by Lessce and
other railroads in accordance with AAR railroad interchange agreements and rules, such as car hire
reconciliation. Correspondence from rm]roads usmg such Cars shall be addressed to Lessee at such
address as BRAE shall select, - oo oo s e i e T S P

D. Al record keeping performed by BRAE hercunder and all record of payments charges and
correspondence related to the Cars shall be scparately recorded and maintained by BRAE in a
form suitable for reasonable inspection by Lessee from time to time during regular BRAE business
hours. Lessee shall supply BRAE with such reports, inclnding daily tclephone reports of the number
of Cars on Lessee’s tracks, regarding the use of the Cars by Lessce on its railroad line as BRAE
may reasonably request. = : : : :

- [N

5 Mamtenance, Taxes and Insurance

A Except as otherwise provided herem BRAE wxll pay all ‘costs, expenses, fees and charges
incurred in connection with the use and operation of each of the Cars during its lease term and
any extension thercof, including but not limited to repairs, maintenance and servicing, unless the
same was occasioned by the fault of Lessee. Lessee shallpinspect all Cars interchanged to it to
insure that such Cars are in good working order and condition and shall be liable to BRAE for
any repairs required for damage not noted,at the time of interchange. Lessee hereby transfers and
assigns to BRAE all of its right, title and Intercst in any warranty in respect of the Cars. All claims
or actions on any warranty so assigned shall be made and prosecuted by BRAE at its sole expense
and Lessee shall have no obligation to make any claim on such warranty. Any recovery under such
warranty shall be payable solely to BRAE. o L s

B. Except as provided above, BRAE shall make or cause to be made such inspections of, and

maintenance and repairs to, the Cars as may be required. Upon request of BRAE, Lessee shult ***

-perform any necessary maintenance and repairs to Cars on Lessee’s railroad tracks as may be reason-

ably requested by BRAE. BRAE shall also make, at its"expense, all alterations, modifications or
replacement of parts as shall be necessary to maintain the Cars in good oper ting condition through-
out the term of the lease of such Cars. Lessee may make running repairsato facilitate continued
immediate use of a Car, but shall not otherwise make any repairs, alterations, improvements or
additions to the Cars without BRAE'’s prior written consent. If Lessee makes an alteration, improve-
ment or addition to any Car without BRAE's prior written consent, Lessee shall be liable to BRAE
for any revenues lost due to such alteration. Trtle to any such alteratlon, improvement or ‘addition
shall be and remain with BRAE

" C. Lessee will at all fimes while tlns Agreement is in eﬂ'ect be responsible for the Cars while
on Lessee’s railroad tracks in the same manner that Lessee is responsible under Rule 7 of the AAR
Car Service and Car Hire Agreement Code of Car Service Rules—Freight for freight cars not owned
by Lessee on Lessee’s railroad tracks. Lessee shall protect against the consequences of an event of
loss involving the Cars while on Lessee’s railroad tracks by pbtaining insurancgy Lessee shall also
maintain bodily injury and property damage liability insurancg Lessee shall furnish BRAE concur-
rently with the exccution hereof and thereafter at intervals 3} not more than 12 calendar months
with certificates of insurance with respect to the insurance rc.quired as aforesaid signed by an inde-
pendent insurance broker. All insurance shall be taken out in the name of Lessee and BRAE (or
its assrgnee) as their interests may appear.

- D. BRAE agrees w relmburse Lessee for all taxes, asscssments and othet governmental charges
of "whatsoever kind or character paid by Lessee rohtmg to eich Car and on the lease, delivery
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or operation thereof which may remain unpaid as of the date of delivery, of such Car to Lessee
or which may be accrued, levied, assessed or imposed during the lease term chxpt taxes on income
imposed on Lessee‘mmmmm‘qukmmw X R R EXRINICS
BRAE shall forward to Lessee all sales and use tax payments received by it on behalf of Lessee
BEAR ot Lessee will comply wrth a]l state and local laws requmng the ﬁlmg of ad valorem tax
rcturns on the Cars. BR1 ; ; Q O . L

6. Lease Rental

A. Lessee agrees sub;ect to Scction 6D hereof, to pay the fo]lowmg rent to BRAE for the:
use of the Cars: :

(i) BRAE sha]l reccive all payments made to Lessee by other rallroad companies for thelr
use or handling of the Cars, including but not limited to mileage charges, straight car hire
" payments and incentive car hire payments (all of which payments made to Lessee are herein-
after collectively referred to as “payments”) if the utilization of all of the Cars delivered to
Lessee on an aggregate basis for each calendar year shall be equal to or less than S§iper cent,
For the purpose of determining utilization, “Car Day” shall mean one day on which one Car is
on lease hereunder, commencing on the initial loading ‘of such Car. For the purpose of this
Agreement, “Utilization” shall mean with respect to any period a fraction the numerator of which
is (x) the aggregate number of Car Days for which payments are earned by the Lessee during
such period, and the denominator of which is (y) the aggregate number of Car Days during
such period. In addition, BRAE will receive, as additional rental, all monies earned by the
Cars prior to their initial loadmg :

(ii) In the event Utl]lZ'lthl‘},\C\*CeedG Tléxper cent in any calendar year, BRAE shall receive

an amount equal to the BRAE Base Rental plsanaeuRTeg A
3 HBAEAS Boatd. For the purpose hereof, BRAE Base Rental shall be

_an amount equalkto the total pay ments for the calendar year multiplied by a fraction, the numera-
tor of which is er cent and the denominator of which is the Utilization for such calendar year+
(T e above determination of BRAE Base Rental insures that Lessee will, if Utilization is greater
than C{% per cent in any calendar yeap: %k all the payments made by other rail- -
roads for use or handling m}wwn*excess of the BRAE Base Rental.)

(iii) If BRAE pays other railroads to move Cars in accordance with Section 3A hereof, except
for any payments incurred to deliver such Cars to Lessee’s railroad line, Lessee shall reimburse
BRAE for such payments, but only from and out of the morues received by Lessee pursuant to
Subsection 6A(ii) hereof. :

(iv) The rental charges payable to BRAE by Lessee shall be paid ‘from the payments
received by Lessee in the following order until BRAE receives the amounts due it pursuant to
this section; (1) incentive car hire payments; (2) straight car hire payments; (3) mileage
charges and (4) other.

: (v) In the event damage beyond repair or destruction of a Car has been reported in
accordance with Rule 7 of the AAR Car Service and Care Hire Agreement Code of Car Hire
Rules—FTreight and the appropriate amount due as a result thereof is received by BRAE, said
damaged or destroyed Car will be removed from the coverage of tlus Agreement as of the

' date that payment of car hire payments ceased.

B. The calculations required above shall be made within five months after t $nd of each
calendar year. However, to enable BRAE to meet its financial commitments, BRAEsmay, prior to
such calculations, retain the payments received by it on behalf of Lessee. Further, since the parties @
desire to determine on a quarterly basis the approximate amount of the rental charges due B ~
BRAE shall within three months after the.end of each calendar quarter,. calculate on a guarter
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+ :
: basis rather than a yearly basis the amount dm;ﬁt‘l_mlrsnant to this section. Any amounts payable

pursuant to the preceding sentence shall be paic R{mmpﬂxxﬁnlbmgm}mhm provided,
however, that following the yearly calculation, any amount paid to cither party in excess of the
amounts requued by the yearly calculation shall be promptly refunded to the appropriate party

C+ If at any time dunng a calendar quarter, the number of days that the Cars have not eamed
car hire payments is such as to make it m'lthcnntnc'ﬂ]y certain that the Utilization in such calendar
quarter cannot be equal to or greater than 87.5 per cent, BRAE may, at its option and upon not less
than ten (10) days’ prior written notice to Lessce, terminate this Agreement ‘as to such Cars as
BRAI: shall determine, *

D. If the ICC shall, at any time, (1) issue an order reducing incentive car hire payments for
Cars on an annual basis to less than three months without a corresponding increase in straight car
hire payments or other monies available to both BRAE and Lessee at lcast equal in amount to such
reduction or (2) determine that Lessce may not apply its incentive car hire receipts in payment
of the rental charges set forth in this Section 6, BRAE may, at its election which shall be effective
promptly upon written notice to Lessee, either (i) terminate this Agreement, or (ii) keep this
Agreement in effect except that it shall be modified so that thereafter the rent which Lessee shall
pay to BRAE for the use of the Cars, notwithstanding anything contained in Section 6A hereof to the
contrary, shall be 100% of the payments, of whatever character, made to Lessee by other railroad
companies for their use or handling of the Cars, including but not limited to, mileage charges, straight
car hire payments and incentive car hire payments.

E. During the term of this Agreemcnt if any Car rcmains on Lessee’s railroad tracks for more
than seven consecutive days, BRAE may, at its option and upon not less than twenty-four (24)
hours’ prior written notice, terminate this Agreement as to such Car and withdraw such Car from
Lessee’s railroad tracks. If any such Car rcmains on Lessee’s railroad tracks more than seven con-
secutive days because Lessee has not given preference to the Cars as specified in Section 3B hereof,
Lessee shall be liable for and remit to BRAE an amount cqual to the payments Lessee would have
earned if such Cars were in the physical possession and use of another railroad for the entire period.

«

7. Possessxon and Use

A. So long as Lessee shall not be in default under this Agrcement, Lessce shall be enhtled to
the possession, use and quiet enjoyment of the Cars in accordance with the terms of this Agreement
and in the manner and to the extent Cars are customarily used in the railroad freight business,
provided that Lessee retain on its railroad tracks no more Cars than are necessary to fulfill its
immediate requirements to prmade transportation and facilities upon reasonable request therefor
to shippers on its railroad tracky, However, Lessce’s rights shall be subject and subordinat ; to the
rights of any owner or secured party under any ﬁmnung agreement entered into by BRAEAIn con-
nection with the acquisition of Cars, i.e., upon notice to Lessee from any such secured party or
owner that an event of default has occurred and is continuing under such financing agreement,
such party may require that all rent shall be made directly to such party and/or that the Cars be
returned to such party. Lessce agrees that to the extent it has physical possession and can control
use of the Cars, the Cars will at all times be used and operated under and in compliance with the ‘
laws of the jurisdiction in which the same may be located and in compliance with all lawful acts,
rules and regulations, and orders of any governmental bodies or officers having power to regulate
or supervise the use of such property, except that cither BRAE or Lessee may in good faith and by
appropriate proceedings contest the application of any such rule, regulatlon or order in any reason-
able manner at the expense of the contesting p'arty '

B. Lessee will not directly or.indirectly create, incur, assume, or suﬂer to exist any
pledge, lien, charge, encumbrance, or other security interest or cLum on or with respect
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or any intcrest therein or.in this Agreement or any Schedule thercto. Lessee will promptly, at its
expense, take such action as may be necessary to duly discharge any such mortgage, pledge, lien,
charge, encumbrances, security interest, or claim if the same shall arise at any time,

8. Default
A, The occurrence of any of the following events shall be an event of default:
(1) The nonp'lyment by Lessee of any sum required hercm to be paid by Lessee wnthm

* ek ¥padopscxttortoadate any such payment is due,

(ii). The breach by Lessee of any other term, covenant, or condmon of this Agreement

which is not cured \Vlthm/‘@ivmﬁx)?@ikéi&a{&r.

(iii) Any act of insolvency by Lessee, or the filing by Lessee of any petition or action under
any bankruptey, rcorganization, msolvcncy or moratorium law, or any other law or laws for
the relief of, or relating to, debtors, - :

(iv) The filing of any involuntary pctition under any bankruptcy, reorganization, insolvency
or moratorium law against Lessee that is not dismissed within sixty (60) days thereafter, or
the appointment of any receiver or trustee to take possession of the properties of Lessee, unless
such petition or appointment is set aside or withdrawn or ccases to be in effect within sixty (60)
days from the date of said filing or appointment,

(v) The sub)ectxon of any of Lessee’s property to any levy, seizure, assxgnment apphca-
tion or sale for or by any creditor or governmental agency, *%%

(vi) Any action by Lessee to discontinue rail scrv1ce+on all or a portion of its tracks or
abandon any of its rail properties pursuant to applicable provisions of the Interstate Commerce
Act or the Jaws of any state. o

(vii) Lessee shall be merged with or consolidated into another corporation which after
such merger or consolidation shall have a net worth less than that of Lessce immediately pnor
thereto. _ L

B. Upon the occurrence of any event of default, BRAE may, at its option,

(i) Terminate this Agreement, proceed by any lawful means to recover damages for a breach
hereof, and terminate Lessee’s right of possession and use of the Cars, whereupon all right
and interest of Lessee in the Cars shall terminate and thereupon BRAE may enter upon any
premises where the Cars may be located and take possession of them and henceforth hold,
possess and enjoy the same free from any right of Lessee, provided that BRAE shall nevertheless
have the right to recover from Lessee any and all rental amounts which under the terms of this
Agreement may then be due or which may have accrued to the date on which BRAE took
such possession; or

(ii) Proceed by any lawful means to enforcc performance by Lessee of this Agreement.

Lessee agrees to bear the costs and expenses, including without limitation rcasonable attorneys’
fees, incurred by BRAE in connection thh the exercise of its remedxcs pursuant to this
Section 8B ’ '

9. Termmahon

At the expiration or termination of this Agrcement as to any Car, Lessee will surrender
possession of such Car to BRAE by delivering thc same to BRAE at such place reasonably
convenient to Lessee as BRAE shall designate. A Car shall be no longer subject to this Agree-
ment upon the removal of Lessee’s railroad markings from such Car and the placing thereon
of such markmgs as may be designated -by BRAE, cither, ‘at the option of BRAE, (1) by -
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* Lessee upon return of such Car to Lessec’ railroad line or (2) by another railroad line which has
physical possession of the Car at the time of or subscquent to termination of the lease term as to such-
Car. If such Car is not on the railroad line of Lessce upon termination, any cost of assembling,
delivering, storing, and transporting such Car to Lessec’s railroad line or the railroad line of a
subsequent lessee shall be Lorne by BRAE. If such Car is on the railroad line of Lessee upon
such expiration or termination or is subscquently returned to Lessee’s railroad line, Lessee shall at
its own expense within five (5) working days remove Lessce’s railroad markings from such Car and
place thereon such markings as may be designated by BRAE. After the removal and replacement of
markings,” Lessee shall use its best efforts to Joad such Car with freight and deliyer it to a con-
necting carrier for shipment. Lessee shall provide up to thirty (30) days’ free storag,(Aon its railroad
tracks for BRAE o the subscquent lessee of any terminated Car. If any Car is terminated pursuant
to Sections B&, 6E,or 8 hereof prior to the end of its lcase term, Lessee shall be liable to BRAE
for all costs and expenses incurred by BRAE to rcpaint such Car and place thereon the markings
and name or other insignia of BRAE'’s subscquent lessee. . '

10. Indemnities : _

BRAE will defend, indemnify and hold Lessce harm]cssAfrom and against (1) any and all claims
based upon loss or damage to the Cars, unless occurring while Lessee has physical possession of
Cars and (2) any other type of claim, cause of action, damage, liability, cost or expense which may be
asserted against Lessce with respect to the Cars (unless occurring through the fault of Lessee),
including without limitation claims with respect to the construction, purchase, delivery to Lessee’s
railroad line, ownership, leasing, return, use, maintenance, repair, replacement, operation or condition
(whether defects, if any, are latent or are discoverable by BRAE or Lessee) of the Cars.

11.. Representations, Warranties and Covenants
Lessee represents, warrants and covenants that: :

(i) Lessee is a corporation duly organized, validly exlstmg and in good standing under the
laws of the state where it is incorporated and has all necessary corporate power and authority,
permits and licenses to perform its obligations under this Agreement. :

(ii) The entering into and performance of this Agreement will not violate any judgment,
order, law or regulﬂbon applicable to Lessee, or result in any breach of, or coustitute a default
under, or result in the creation of any lien, charge, security inicrest or other encumbrance
upon any assets of Lessce or on the Cars pursuant to any instrument to which Lessee is a

" party or by which it or its assets may be bound. ‘

(iii) There is no action or proceeding pending or threatencd against Lessee before any
court or administrative agency or other governmental body which might result in ,any material
"adverse effect on the business, propertles and assets or condxhons financial or otherwxse of
Lessee. : :

(iv) There is no fact which Lessee has not disclosed to BRAE in writing, Anor is Les<ee a
party to any agreeme nt or instrument nor sub)ect to any charter or other corporate restriction
which, so far as the Lessee can now reasonably foresee, will individually or in the aggregate
matenally adversely affect the ablhty of the Lessce to perform its obligations under this
Agreement.

(v) Lessee has during the years 1964-1968 neither built, leased nor purdnsed any new or
rebuilt freight cars.

12. Inspechon : -

BRAE shall at any time during normal business hours have the right to enter the premisés
where the Cars may be located for the purpose of inspecting and  examining the Cars to insure
Lessee’s compliance with its obligations hercunder. Lessee shall 1mmedlate1y notify BRAE of any
accident connected with the malfunctioning or operation of the Cars, including in such report the
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time, place and nature of the accident and the damage caused, the names and addresscs of any -
persons injured and of witnesses, and other information pertinent to Lessee’s investigation of the
accident. Lessee shall also notify BRAE in writing within five (5) days after any attachment, tax
lien or other judicial process shall attach to any Car. Lessee shall furnish to BRAE promptly upon
its becoming available, a copy of its annual report submitted to the ICC and, when requested,
copies of any other income or balance sheet statements submitted to the ICC or its shareholders
generally. :

13. Miscellaneous

A. This Agreement and the Schedules contemplated hereby shall be bmdmg upon and “shall
inure tp the bencfit of the parties hereto and their respective successors and assigns, exccpt that
Lesseeamay not without the prior written consent of BRAE assign this Agreement or any of its
rights hereunder or subleasc the Cars to any party, and any purported assignment or sublease in
violation hereof shall be void. Lessee agrees to acknowledge, upon receipt, any assignment of this
Agreement by BRAE to an owner or secured party under any financing agreement entered into by'
BRAE in connection with the acquisition of all or part of the Cars leased hereunder.

B. Both parties agree to execute the documents contcmplated by this transaction and such
other documents as may be required in furtherance of any financing agrcement entered into by
BRAE in connection with the acquisition of the Cars in order to confirm the financing party’s
interest in and to the Cars, this Agreement and Schedules hercto and to confirm the subordination
provisions contained in Section 7 hereof and in furtherance of this Agreement.

C. It is expressly understood and agreed by the parties hereto that this Agreement constitutes
a lease of the Cars only and no joint venture or partnership is being created. Notwithstanding the
calculation of rental payments, nothing herein shall be comtrucd as conveying to Lessee any rxght
title or interest in the Cars except.as a lessee only.

D. No failure or delay by 338 shall constitute a waiver or otherwise affect or impair any
right, power or remedy available to nor shall any waiver or mdu]gence bysEB;;‘;.E; or any par-
tial or single exercise of any right, power or remedy preclude any other or furd\ ner exercise thereof
or the exercise of any other right, power or remedy. -

E. This Agreement shall be governed by and construcd according to the laws of the State of
California.

F. All notices hercunder shall be in writing and shall be deemed given when dclivered per-
sonally or when deposited in the United States mail, postage prepaid, certified or registered, addressed
to the president of the other party at the address set forth above,

G. No security interest in this Agreement, as chatte] paper (as defined in the Uniform Com-
mercial Code), may be created by the transfer of possession of any counterpart hereof other than
the original counterpart hereof. The original counterpart hereof shall be marked “Original” and .
delivered to BRAE and all other counterparts hereof shall be duphcates and shall be marked -

“Duplicate.” - :

IN WITNESS WHEREOF the parties hereto have executed this Agreement as of the date ﬁrst
above written.

MOSCOW, CAMDEN AND SAN
AUGUSTINE RAILROAD

BY: T AT
TITLE: Poeenesbr?

_ 4

DATE:  March 13, 1979 . DATE: =X ¢, /5297

BC-6/78
)8
* except as otherwise provided in this Agreement
** BRAE or Lessee B SN R ’ T




ORIGINAL

EQUIPMENT SCHEDULE No. 1

BRAE CORPORATION hereby leases the followin l%ICftrs to Moscow, Ca.mden and.San Augustine Railroa:
pursuant to that certain Lcase Agrccmcnt datcd as of . Mar Ch 1978

A.AR. ' : I R : Dimensions ' . No.

Mech. . . : R . ) . Inside Doors of
Design . Description | - Numbers Length Width Height Width Cars
XP Steel :
50!, 70 ton 50'6M 96" Plate 10! 125
Boxcar C Single

MOSCOW, CAMDEN AND SAN
AUGISTINE RATLROAD

BY: €~ REESTTTT

TITLE: Wf
74

DATE: March 13, 1979 . DATE: ‘7 d o /529

BC-6/78



ORIGINAL

STATE OF .0 Ay ... ... S ‘
_COUNTY OF LAk, ... .. .. ...

On this O-i‘ day of . ‘4’17.0/“\4/4 1977 before me pereomlly app(,ared C I fM

to me personally known, who being by me duly sworn says that such person is
- TMECYSA R /’f ..., that the foregoing Lease Agreement, Rider(s) No. /..?. and Eqmp- .
‘ment Schedule(s) No./¥2 - were signed on behalf of said corporation by authority of its board of
“directors, and such person acknowledged that the exccution of the forcgomg instruments were the

free acts and deeds of such corporation, -

otary Public ™~ 7~

NBRMA JANE BOOKER
Boday Nobie, Hanifion & Butler Counties, OH
bﬁ:mm;sswn Expires Fep, 21, 1980

STATE OF (A2 4’
COUNTY OF..%. o

/ / Zé/z/d/d
to me personally known, who being by me du]y sworn says that such person .
BRAE CORPORATION, that the foregoing Lease Agreement, Rider(s) No. /~ f and Eqmpment
Schedule(s) No. / 192 were signed on behalf of said corporation by authority of its board of direc-
tors, and such person acknowledged that the execution of the foregoing instruments were the free

acts and deeds of such corporation,

Notary Public

AAAAM

OFFICIAL SEAL
M. BATTL ;
NOTARY pUBLIC - CAUF(.);{QN!A
AN FRANCISCO CO'E‘JN (_.
Myscomrn explres DEC 17, _1982

S

BC-6/78

T e s



EQUIPMENT SCHEDULE No. 2

BRAE CORPORATION hereby leases the followin

pursuant to that certain Lease Agreement dated as of March 6, .

ORIGINAL

Cars toMascaw, Camdenand San Augustine Railroa:

197 9.

AAR

" Dimensions ] . No.
Mech. . : : o : et Inside ; Doors : of .
Design Deseription Numbers Length Width Height Width Cars
XXM Steel .
50', 70 ton 506" 96N Plate 10! 125
Boxcar . C Single

BRAE CORPOR f‘ .

/

”~

DATE: March 13, 1979

BC-6/78

MOSCOW, CAMDEN AND SAN
AUGUSTINE RATILROAD

BY: ¢ 7‘4:4:—\, —

TITLE: ,/Z2caccdo? ™
74 -

DATE: "7\=nek & /52



OR‘! GINAL

On this 5 = day of . %W 1977 before me ersonally appmred C: 7_ /5/

to me personally known, who being by me du]y sworn says that such person is 4% oo
DX SA. A , that the forcgoing Lease Agrcement, Rider(s) No. /- 3 :md L'qmp-

- ment Schedule(s) No. /“' 2 were signed on behalf of said corporation by duthonty of its board of
directors, and such person acknowledged that the execution of the foreg going instruments were the

free acts and deeds of such corporation.

ot'lry Public’
. N | |
R, i
nies, ¢, Hamilt |
ssion Ey, plr ob, 21, m s My comm;.e_.fﬂ ::%M" co?n'}”-'-‘w,'

wyr
STATE OF s

COUNTY OF 4/944 \ _
On tlns/ﬁ%day 4/41/ 197? before me personally appe:% / £

to me personally known, who being by me duly sworn ‘says that such person 7 of
BRAE CORPORATION, that the foregoing Lease Agrecement, Rider(s) No. /- 54'111d Equxpment
Schedule(s) No. / gﬁ»were signed on behalf of said corporation by authority of its board of direc-
tors, and such person acknowledged that the execution .of the foregoing instruments were the free

acts and deeds of such corporation.

Notary Public

A A P A

OFFICIAL SEAL
M. BATTLE
| NOTARY PUBLIC - CALIFORNIA

SAH FRANCISCO COUNTY
My comm. expires DEC 17, 1982

e =l

BC-6/78



ORIGINAL

Rider No., 1 to the Lease Agreement dated March 6 , 1979
between Mecscow, Camden and San Augustine Railroad and BRAE Corporation,

Section 6 is hereby amended by adding, thereto the following Section 6F, as
follows:

6F. BRAE Corporation will file the necessary elections pursuant
to Sections 46-48 inclusive of the Internal Revenue Service
Code of 1954, as amended, to treat Lessee as Purchaser of the
125 XM Cars for investment tax credit purposes.

BRAE CORPORATION | MOSCOW, CAMDEN AND SAN
: AUGUSTINE RAILROAD

BY £ ORbA

TITLE ekt
(V4

DATE March 13, 1979 DATE - =X (, /457G




ORIGINAL

Rider No. 2 to the Lease Agreement dated March 6 , 1979
between Moscow, Camden and San Augustine Railroad (''Lessee') and
BRAE Corporation,

Section 7 is hereby amended by adding, thereto, the following
Section 7C, as follows:

7C.

In the event that the Ontonagon facility can no
longer generate enough shipments to support the
125 XP Cars, or no railroad will accept the assign-
ment of such cars at the Ontonagon facility and
the Lessee elects not to exercise its option to
make payments as provided in the case of under
utilization under paragraph 6C, the Lessee will
initiate one or both of the following actions:

a. The Lessee will reassign the 125 XP Cars
(all or part) to another shipper in the
United States.

b. If thé Lessee is unable to secure other
long term assignments for the 125 XP Cars,
it will, if the BRAE Corporation concurs,
and to the extent permitted by law, redes-
ignate the 125 XP Cars (all or part) as XM
Cars. The Lessee then will receive all car
hire revenues on the redesignated Cars over
91.5% Utilization. If at a future date the
Lessee is able to secure other long term
assignments and desires to re-redesignate
the 125 XM Cars (originally XP Cars) to XP
Cars (all or part), to the extent permitted
by law, the Lessee shall have the option to
so re-redesignate all or a part of the Cars
and in such event the original financial
provisions of this Agreement shall prevail.

BRAE CORPORATION : ' MOSCOW, CAMDEN AND

SAN AUGUSTINE RAILROAD

BYQ ﬂ/ék , BY & O Rhod="""

TI;D/ZE{/ U/cC ﬁq (‘/@71/%/?7'? TITLE fmﬂ |

DATE /gﬁ// 23/./‘/7,‘/“ DATE el 22 /725



ORIGINAL

Rider No. 3 to the Lease Agreement dated March 6 , 1979
between Moscow, Camden and San Augustine Railroad and BRAE Corporation.

Section 13
to Section

BRAE CORPPR

is hereby amended by adding, thereto, the following paragraph
13A: :

BRAE may assign this Agreement, as it relates to one

or more Cars, to the owner of such Cars, provided that
BRAE or one of its wholly owned subsidiaries enters into
a management and remarketing agreement with such owner
relating to its Cars upon terms generally similar to those
prevailing in the industry. Upon delivery to Lessee

of a notice signed by BRAE and such owner regarding
such an assignment and the effectiveness of the related
management and remarketing agreement, the term

"BRAE" when used herein shall mean with respect to such
Cars, their owner, BRAE shall be relieved of all of

its obligations and liabilities under this agreement
relating to such Cars and Lessee shall with respect

to such Cars look solely to the owner, of such Cars

for the performance of BRAE's obligations hereunder.
Lessee hereby agrees that any such assignment may
relate to all or part of the Cars to be leased here-
under and all or part of the Cars listed on any
schedule. BRAE Corporation warrants that any assignee
of the Cars will subject his Cars to all of the terms
and conditions of this Lease.

MOSCOW, CAMDEN AND SAN
AUGUSTINE RAILROAD

ATION

BY D Phen =

TITLE fzcecetor—

DATE 3‘/5,, 9719 DATE__ 7 ¢ 77




ORIGINAL

Rider No. 4 to the Lease Agreement dated March 6 - , 1979
between Moscow, Camden and San Augustine Railroad and BRAE Corporation,

Section 8 is hereby amended by adding, thereto, the following Section 8C,
as follows:

8C. Upon breach by BRAE of any term, convenant, or
condition of this Agreement, which is not cured
within thirty (30) days after written notification of
such breach is sent to BRAE, Lessee, in addition
to all of its other rights at law and equity, may
terminate this Agreement, BRAE shall pay all
expenses, including but not limited to reasonable
attorney's fees, incurred by the Lessee in the
exercise of its remedies.

BRAE CORPORATION MOSCOW, CAMDEN‘AND
SAN AUGUSTINE RAILROAD

BY o A=
TITLEU/PWJ/

DATE March 13, 1979 DATE ’>7ezaeX { /§79F




ORIGINAL

Rider No. 5 to the Lease Agreement dated March 6 , 1979
between Moscow, Camden and San Augustine Railroad and BRAE Corporation,

The term "Force Majeure' means any cause reasonably beyond the
control of the Lessee that affects temporarily the Utilization of the
Cars including without limitation, strikes, lockouts, labor disputes
or other industrial disturbances, other than at the Ontonagon
facility of Lessee, acts of God, acts of the public enemy, wars,
blockades, insurrections, riots, epidemics, landslides,

lightning, earthquakes, fires, storms, floods, arrests or
restraints by government or people, civil disturbances,

explosions, interruptions to transportation, embargoes, or
orders, acts and ordinances of civil or military authorities,

MOSCOW, CAMDEN AND
SAN AUGUSTINE RAILROAD

BY o Tl

BRAE CORPORATIO

TITLE } TITLEfZ: - ,.d,,_//
N (V4

DATE_ March 13, 1979 DATE ‘=l & /9D 5




ORIGINAL

Rider No. 9 to the Lease Agreement dated March 6 , 1979
between Moscow, Camden and San Augustine Railroad and BRAE Corporation.

A, All XM Cars are to be exempt from Car Service Rules 1 and 2,
including any Cars initially designated XP and subsequently
changed to XM,

B. The minimum utilization (87.5%) discussed in Section 6C
applies to XM and XP Cars separately as two classes, each
of which must meet the minimum test,

C. The first sentence of Rider 2, Section 7C.b, is changed in
full, to include these two sentences:

"If the Lessee is unable to secure other long term
assignments for the 125 XP Cars, it may, if the
owner of the Cars concurs, and to the extent
permitted by law, redesignate the 125 XP Cars as
XM Cars, In such an instance, all 250 Cars would be
accorded equal loading preference to cars owned by
others and priority loading over subsequent acquired
cars for loading on the Moscow, Camden and
San Augustine Railroad." '

D. The future assignment of the 125 XP Cars as described in
Rider No, 2 will require prior notice to and approval of
the owner if they are not assigned in forest product
service, Said approval will not be unreasonably

- withheld, ’

E. In Rider 2, the last part of the first paragraph is
changed to '",..in addition to its right to make
payments under 6C, "

F. In Rider 3, Section 13 should be changed so that

’ wherever the term 'management and remarketing
agreement' is used, it is replaced by 'management
agreement',



G. If BRAE exercises its right of assignment as described
in Rider No, 3 to the Owner ("Owner") of the Cars, such
Owner, upon sale of the Cars may assign the lease to a
subsequent owner, as long as BRAE continues to be
manager of the Cars. Such reassignment shall relieve
the Owner of all of its obligations and liabilities under
this Agreement relating to the Cars, and Owner
warrants that any future assignee will subject the Cars
to and be bound by all of the terms and conditions of the
Lease,

- BRAE CORPORATION MOSCOW, CAMDEN AND SAN
AUGUSTINE RAILROAD

BYQ%ZML\ BY G 7 ki
TIT% /[)(c'é 7%‘:;‘,;4“71‘ M:\k?zﬁ TITLE /W
DATE /}%,/ 33/.)’7'7j DATE_Spnil 23 /527




STATE OF Ca\\kbs\\\'\(l )

—

COUNTY OF 3033’ AN;W';‘;Q D)

On‘thiszlﬁr\day gfi%kl@&)ix. ,1979, before me personally
appeared "< Sy ¥\;§\&g;gﬂ\ , to me personally known, wh ‘
being by me dulyl\sworn says that such person is \lif ¥ YNcC\ %ii&—
of BRAE CORPORATION, that the foregoing Rider No. 9 was signed
on behalf of said corporation by authority of its board of
directors, and such person acknowledged that the execution of
the foregoing instrument was the free act and deed of such

corporation. :

N\\“‘ZX\Q h\% ‘ %&M

Notary Public

OFFICIAL SEAL |
) _MIRELLAR ABBO |
NOTARY PUBLIC - CALIFORNIA |

|

SAN FRANCISCO couMTY )
Kty comm. exgires FEQ 25, 1923 |

i Lz
R B e T N




ORIGINAL

Rider No. 10 to the Lease Agreement dated March 6, 1979
(the Lease") between Moscow, Camden and San Augustine
Railroad and Hillman Coal & Coke Company, as assignee of
BRAE Corporation.

A.

C.

The second sentence of Section 7C.b. of the
lease, as added by Rider No. 9 to the Lease,
is hereby amended to read in its entirety as
follows: '

"In such event, the Cars so redesignated
shall continue to be accorded the loading
preference apolicable to all Cars leased
under this Agreement, as provided in
Section 3B hereof."

The first sentence of Section 8C of the Lease,

-as added by Rider No. 4 to the Lease, is hereby

amended to read in its entirety as follows:

"8C. Upon breach by BRAE of any term, covenant,
or condition of this Agreement which has
the effect of delaying for a period longer
than thirty (30) days payments otherwise
due Lessee pursuant to the terms of this
Agreement or which causes Lessee to lose
the right to utilize the Cars for a period
longer than thirty (30) days, and which
is not cured within thirty (30) days after
written notification of such breach is sent
to BRAE, Lessee, in addition to all of its
other rights at law and equity, may
terminate this Agreement."”

Riders Nos. 6, 7 and 8 to the Lease are deleted
in their entirety. :



ORIGINAL

Equipment Schedules Nos. 1 and 2 to the Lease
are hereby amended to read in their entirety

as provided in the attached Equipment Schedules
Nos. 1 and 2, respectively, and all references
to Equipment Schedules Nos. 1 and 2 in the Lease
and in all riders and schedules thereto shall

be to Equipment Schedules Nos. 1 and 2, as so
amended, respectively.

Section 4 of the Lease is hereby amended by
adding thereto the following Section 4f

"4 Lessee shall during the term of this

Agreement furnish to Manufacturers
Hanover Leasing Corporation, as the
secured party under a financing agree-
ment entered into by the owner of the
Cars in connection with the acquisition
of the Cars, the following documents
(with a copy thereof to the owner of
the Cars):

(i) as soon as available but in
any event not later than April 30 of
each year, a duplicate original of the
annual report filed by Lessee with the
ICC or any governmental authority
succeeding to all or part of the
functions thereof;

(ii) during any period when Lessee
shall not be required to file annual
reports containing its financial state-
ments with the ICC or any successor
governmental authority, as soon as
available but in any event not later
than 120 days after the close of each
fiscal year of Lessee, a balance sheet
of Lessee at the end of such fiscal
year and the related statements of
income and of changes in financial
position of Lessee for such fiscal
year, all in reasonable detail, prepared
in accordance with generally accepted
accounting principles applied on a
basis consistently maintained throughout
such fiscal year and certified by the
principal financial or accounting
officer of Lessee; and



C;REGENM

(iii) promptly, such additional
information which is within the direct
control of the Lessee with respect to
the Cars or this Agreement as the secured
party referred to above may from time to
time reasonably request."

Dated: July';l}/, 1979

HILLMAN COAL & COKE COMPANY MOSCOW, CAMDEN AND SAN
AUGUSTINE RAILROAD

B%A' SRR BY GO A

TITLE  Vice President TITLE  zenlo?
[

DATE g -7— 79 DATE /-2 s-77




ool : EQUIPMENT SCHEDULE NO. 1 | OREGENAL

HILLMAN COAL & COKE COMPANY, as assignee of Brae Corporation, hereby
leases the following Cars to Moscow, Camden & San Augustine Railroad
pursuant to that certain Lease Agreement dated as of March 6, 1979.

A.AR. Dimensions No. .
Mech. . Inside - Doors of
Design Description . Numbers Length Width Height Width Cars
XP Steel 50', 70 50'6" [9'6" Plate | 10° 125
ton Boxcar _ - B Single

BRAE CORPORATION HILLMAN COAL & COKE COMPANY

BY: - BY: | \D)
TITLE: ' TITLE: Vice President
DATE: A DATE: €-1-179

MOSCOW, CAMDEN & SAN AUGUSTINE RAILROAD
BY: G o gk |

TITLE: /44‘.‘4:{44—/

pATE: 7- > 575




MDscow

STATE OF . Z%! O .
COUNTY OF . Butlew” . 11 0 }
On thlszst'h day of Tuq ........ , 1974, before me personally appeqred@l‘/ Heste, ¥

to me pers nally known, who being by me duly sworn says that such person is T X¢SAGAk .. .. of

M’.\ ......... Si“nl_, that the foregoing Lease Agreement, Rider(s) No +$,4% ind Equip-
ment Schedule(s) 0. 182 were signed on behalf of said corporation by authority of its board of
directors, and such person acknowledged that the execution of the foregoing instruments wcre the

free acts and deeds of such corporation.
dhu “7 25 M o~

Noﬂry Public

" TIMOTHY T. SLATER, Attorney at Law
Notary Ppblic - Statg ofOhio
My Commission has no Expiration datq
Section 147.03 R, G,

STATEOF ... .. ... ... . ............ }
COUNTYOF ...,

On this ... .. dayof ............. ..., 197. ., before me personally appeared .......... e ,
to me personally known, who being by me duly swomn says that such personis .............. .. of
BRAE CORPORATION, that the foregoing Lease Agreement, Rider(s) No. .... and Equipment
Schedule(s) No. .... were signed on behalf of said corporation by authority of its board of direc-

tors, and such person acknowledged that the execution of the foregoing instruments were the free
acts and deeds of such corporation.

Notary Public

BC-6/78



Railroad pursuant to that certain Lease Agreement dated as of

March 6, 1979.

EQUIPMENT SCHEDULE NO. 2

ORIGINAL

HILLMAN COAL & COKE COMPANY, as assignee of Brae Corporation,
hereby leases the following Cars to Moscow, Camden & San Augustine

A.AR. " Dimensions No.
Mech. C ' Inside Doors of
Design Description Numbers Length Width Height Width Cars
XM  |steel 50', 70 50'6" [9'6" |Plate |10' . 75
ton Boxcar B Single
XM : |Steel 50', 70 50'6" [9'6" |Plate |10° 50
ton Boxcar C Single

BRAE CORPORATION

BY:

TITLE:

DATE:

MOSCOW, CAMDEN & SAN AUGUSTINE RAILROAD

BY: _C>alAT

TITLE ¥ ) <ceal Lot

DATE: 7-+=5-75

HILLMAN COAL & COKE COMPANY

G W QA

TITLE:

_Vice President

DATE:

X-7-9




STATE OF . 8HIO , } o B
COUNTY OF .BuTLEh ... :

On this 28T day of S¥ly. , 1974, before me personally appeared Carl Hes ler,
to me personally known, who being by me duly swomn says that such person is Pres.dent . of
Mostowl, Camdendlomn Awustinethat the foregoing Lease Agreement, Rider(s) No.I-5,9¢454d Equip-
ment Schedule(s) No. 43 were signed on behalf of said corporation by authority of its board of
directors, and such person acknowledged that the execution of the foregoing instruments were the

free acts and deeds of such corporation. ‘ :

\—jm #7 Aotz

- No%ry Public

' qUMOTHY T. SLATER, Attorney st Law
Notary Public - State of Obio
My Comﬁ\isaion hae no Expiration dnte
Section 147.03 Rr. C.

STATE OF .. ... ... ... .. }
COUNTYOF ... ...................

On this. ... .. dayof ................ , 197 ., before me personally appeared ................ ,
to me personally known, who being by me duly sworn says that such personis ................ of
BRAE CORPORATION, that the foregoing Lease Agreement, Rider(s) No. .... and Equipment
Schedule(s) No. .... were signed on behalf of said corporation by authority of its board of direc-

tors, and such person acknowledged that the execution of the foregoing instruments were the free
acts and deeds of such corporation. : |

Notary Public

BC-6/78
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fiscu
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COMMONWEALTH OF PENNSYLVANIA )

COUNTY OF ALLEGHENY )

Oon this 74/ day of August, 1979, before me personally
appeared Steven N. Hutchinson, to me personally known, who
being by me duly sworn says that such person is Vice President
of Hillman Coal & Coke Company, that ﬁhe fofegoing Lease
Agreement, Rider No. 10 and Equipment Schedule Nos. 1 & 2
were signed on behalf of said corporation by authority of its
Board of Directors, and such person acknowledged that the
execution of the foregoing insﬁruments were the free acts

and deeds of such corporation.

7 /
Attrs s ,;{ Sl
(/, Notary Public
7/ . ~es T L LN S e




